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charges computed on the total initial 
value of the contract, using the bid 
price when the contract was executed, 
plus any margin deposits made by the 
leverage customer in connection with 
the contract, and the same carrying 
charge rate must be applied to the 
total initial value of the contract and 
to the margin deposits. In the case of a 
long leverage contract, the leverage 
customer must be assessed carrying 
charges only on the unpaid balance of 
the contract, which is the total initial 
value of the contract, using the ask 
price when the contract was executed, 
minus any margin deposits made in 
connection with the contract: Provided, 
however, That in the case of a long le-
verage contract, interest on unpaid 
carrying charges may be assessed at 
the same rate as the interest rate com-
ponent of the carrying charges and, if 
such an assessment were made and if 
the leverage transaction merchant of-
fers short leverage contracts, payment 
of interest on carrying charges that 
have been credited to the leverage cus-
tomer’s account and not withdrawn 
must be made at the same rate as the 
interest rate component of the car-
rying charges. 

[50 FR 36416, Sept. 6, 1985, as amended at 54 
FR 41082, Oct. 5, 1989] 

§ 31.26 Quarterly reporting require-
ment. 

Each leverage transaction merchant 
must file, in accordance with the in-
structions of, and in the format speci-
fied by, the National Furtures Associa-
tion a quarterly report with the Na-
tional Futures Association by the fif-
teenth business day of the month fol-
lowing the quarter covered by the re-
port. The report must list all leverage 
contracts which were either repur-
chased, resold, liquidated or settled by 
delivery by or to the leverage trans-
action merchant during the quarter 
and, with respect to each leverage con-
tract, must include the following infor-
mation: 

(a) The leverage commodity and con-
tract involved; 

(b) Whether a long or short leverage 
contract was involved; 

(c) The date the leverage contract 
was entered into; 

(d) The maturity date of the leverage 
contract at initiation; 

(e) The price at which the leverage 
contract was entered into; 

(f) Whether the leverage contract was 
repurchased, resold, liquidated or set-
tled by delivery; 

(g) The date the leverage contract 
was repurchased, resold, liquidated or 
settled by delivery; 

(h) The price at which the leverage 
contract was repurchased, resold or liq-
uidated; 

(i) The leverage customer account 
identification number; 

(j) Whether the leverage customer 
had a commercial or noncommercial 
leverage account; 

(k) Whether the leverage customer 
was the owner or holder of a propri-
etary leverage account as defined in 
§ 31.4(e); and 

(l) The profit or loss incurred by the 
leverage customer on the contract. In 
the case of a long leverage contract, 
profit or loss shall be determined by 
subtracting, from the total value of the 
contract based on the leverage trans-
action merchant’s bid price at the time 
of repurchase or liquidation, the total 
value of the contract based on the ask 
price at which the contract was en-
tered into, minus any amounts paid or 
owed by the leverage customer to the 
leverage transaction merchant, includ-
ing initial, carrying and termination 
charges, plus any amounts paid or 
credited by the leverage transaction 
merchant to the leverage customer, in 
connection with the leverage contract. 
In the case of a short leverage con-
tract, profit or loss shall be determined 
by subtracting, from the total value of 
the contract based on the bid price at 
which the contract was entered into, 
the total value of the contract based on 
the leverage transaction merchant’s 
ask price at the time of resale or liq-
uidation, minus any amounts paid or 
owed by the leverage customer to the 
leverage transaction merchant, includ-
ing initial and termination charges, 
plus any amounts paid or credited by 
the leverage transaction merchant to 
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the leverage customer, including car-
rying charges, in connection with the 
leverage contract. 

[50 FR 36416, Sept. 6, 1985; 50 FR 37519, Sept. 
16, 1985, as amended at 54 FR 41083, Oct. 5, 
1989] 

§ 31.27 Registered futures association 
membership. 

Each person registered or required to 
register as a leverage transaction mer-
chant must become and remain a mem-
ber of at least one futures association 
which is registered under section 17 of 
the Act and which provides for the 
membership therein of such leverage 
transaction merchant, unless no such 
futures association is so registered. 

[54 FR 41083, Oct. 5, 1989] 

§ 31.28 Self-regulatory organization 
adoption and surveillance of min-
imum financial, cover, segregation 
and sales practice requirements. 

(a) Each self-regulatory organization 
must adopt, and submit for Commis-
sion approval, rules prescribing min-
imum financial, cover, segregation and 
sales practice, and related reporting re-
quirements for all its members who are 
registered leverage transaction mer-
chants. Each self-regulatory organiza-
tion shall submit for Commission ap-
proval any modification or other 
amendments to such rules. Such re-
quirements must be the same as, or 
more stringent than, those contained 
in this part 31 and the definition of ad-
justed net capital must be the same as 
that prescribed in § 31.9(b)(4) of this 
part. 

(b) Each self-regulatory organization 
which has members who are registered 
leverage transaction merchants shall 
have in effect and enforce rules sub-
mitted to the Commission pursuant to 
paragraph (a) of this section and ap-
proved by the Commission. 

(c) Any two or more self-regulatory 
organizations may file with the Com-
mission a plan for delegating to a des-
ignated self-regulatory organization, 
for any registered leverage transaction 
merchant which is a member of more 
than one such self-regulatory organiza-
tion, the responsibility of: 

(1) Monitoring and auditing for com-
pliance with the minimum financial, 
cover, segregation and sales practice, 

and related reporting requirements 
adopted by such self-regulatory organi-
zations in accordance with paragraph 
(a) of this section; and 

(2) Receiving the reports necessitated 
by such minimum financial, cover, seg-
regation and sales practice, and related 
reporting requirements. 

(d) Any plan filed under this section 
may contain provisions for the alloca-
tion of expenses reasonably incurred by 
the designated self-regulatory organi-
zation among the self-regulatory orga-
nizations participating in such a plan. 

(e) A plan’s designated self-regu-
latory organization must report to 
that plan’s other self-regulatory orga-
nizations any violation of such other 
self-regulatory organizations’ rules and 
regulations for which the responsi-
bility to monitor, audit or examine has 
been delegated to such designated self- 
regulatory organization under this sec-
tion. 

(f) The self-regulatory organizations 
may, among themselves, establish pro-
grams to provide access to any nec-
essary information. 

(g) After appropriate notice and op-
portunity for comment, the Commis-
sion may, by written notice, approve 
such a plan, or any part of the plan, if 
it finds that the plan, or any part of it: 

(1) Is necessary or appropriate to 
serve the public interest; 

(2) Is for the protection and in the in-
terest of leverage customers; 

(3) Reduces multiple monitoring and 
auditing for compliance with the min-
imum financial, cover, segregation and 
sales practice, and related reporting re-
quirements of the self-regulatory orga-
nizations submitting the plan for any 
leverage transaction merchant which is 
a member of more than one self-regu-
latory organization; 

(4) Reduces multiple reporting of the 
information necessitated by such min-
imum financial, cover, segregation and 
sales practice, and related reporting re-
quirements by any leverage trans-
action merchant which is a member of 
more than one self-regulatory organi-
zation; 

(5) Fosters cooperation and coordina-
tion among the self-regulatory organi-
zations; and 
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